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Swift County

GROW

~
—
IR
{

Greater Rural Opportunities Working

September 21, 1998

Office of the State Auditor
Suite 400

525 Park Street

St. Paul, MN 55103

Enclosed please find the completed survey regarding Swift County GROW. We are still
awaiting an opinion by your office as to whether we are “a corporation created by a
public body”. In the mean time I have taken the time to complete this form in hopes that I
would have this opportunity to give some feedback from the perspective of a successful
corporation in business to assist with economic development.

Swift County GROW was created to provide economic development services on a
countywide basis. We are a small, rural county with just over 10,000 people (1990 census
data). None of our cities could afford to do economic development on their own. Our
resources would be more wisely used if cooperation and consolidation of efforts were
encouraged, rather than competing with one another and taking ineffective actions.

Swift County GROW was also thought to provide some protection for the businesses and
individuals seeking our assistance, from the public scrutiny that may harm them or cause
proprietary information to be made available to their competitors. While our Board has
never closed their meetings, little public attention has been paid us. We publish a
quarterly newsletter that specifies when and where our meetings are to be held. This
newsletter is mail to nearly 500 people. Our offices are in the Swift County Courthouse at
present. Prior to 1997 we were located at the Benson City Office Building. Our annual
meeting is advertised and open to the public as well.

I believe the controversy for county economic development corporations may be nullified
quite simply. The remedy would be to pass a law allowing for counties to create
Economic Development Authorities (EDA), just as cities do. At this point in time, several
counties have sought, and most but not all have had special legislation passed allowing

301 14th Street North  Benson, MN 56215 * (320) 842-4769 ° Toll Free (888) 843-4769
Fax (320) 843-4850
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Office of the State Auditor Letter

them to create either an EDA or a Rural Development Finance Authority with EDA
powers. Swift County was given that power by the 1995 legislature. The tools and powers
offered by the RDA/EDA is very valuable to us, as is the private non-profit corporation.

Please review the attached information and call me with any questions you may have
about Swift County GROW.

Thank you.
Sincerely,

Susan M. Pirsig

enclosure:  Survey on Profit and Not For Profit Corporations Created by Public Entities
Minnesota Statutes § 465.715, subd. 3
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/ CITY OF PERHAM

125 Second Avenue N.E. ¢ P.O.Box 130 e Perham, Minnesota 56573 e« PHONE (218)346-4455 e FAX (218)346-9364

October 14, 1998

Carey Moe

Office of the State Auditor
525 Park Street, Suite 400
St. Paul, MN 55103

Dear Ms. Moe:

s fésponse to the Survey of Corporations created by Public
ictory without some further explanation. We are reporting
separately for each.

Enclosed please find copies of the City of Perh
Entities. Some of our responses may seem con
on two entities and will provide an explan

Perham Area Community Center

The first entity for which we are r erham Area Community Center. The Perham Area

ich was created by action of local residents. The City
rmed, .howevgp,,the City did not directly participate in

ded fonconstm ion and operation of th ommumty Center This contract
requires that all revenues mciudmgdonatx ns, rental income and membership income be deposited in the
City of Perham bank accounts. All expenditures made by the Community Center are approved by the Perham
City Council. All capital expenditures and improvement projects undertaken at the Community Center must
also be approved by the Perham City Council.

The Board of Directors of the Perham Area Community Center includes a representative from the City
Council. Other representatives are elected by persons holding memberships at the Community Center. The
Perham Area Community Center Board of Directors prepares budgets and oversees the day to day
management and operations of the Community Center. They employ an Executive Director. Maintenance
Director and various Program Directors and part-time staff as needed to operate the facility.




The Community Center receives $30,000 a year from the City of Perham to meet its on-going operating
expenses. At the present time, the City is also contributing funds for a capital expansion project which was

completed at the Center in 1996.

~ Approximately $680,000 was raised in private pledges and capital leases to pay for an expansion of the
Community Center. The City agreed to pay $210,000 of the expansion.costs. The City again financed the
total cost of the improvements with the issuance of Gross Revenue Recreational Facility Bonds as described

above.

In essence, the City has worked with the Perham Area Community Center, Incorporated, a non-profit
corporation, to enable construction of a facility which meets the needs of a wide variety of residents of the
greater Perham area. Working with the Community Center, the City was able to construct a facility that is
open to the public and is used by the Perham Public Schools for educational as well as extra curricular
activities, Senior Citizens, local youth groups, tourists and families. The facility includes a swimming pool,
gyms, court/game areas, aerobics, weight training, meeting and similar spaces. When this facility was
constructed in 1988 - 1989, the community was critically short of all of these facilities and the cooperative
effort between the City and the Perham Area Community Center, Incorporated, allowed for a unique
public/private partnership that enabled the community as a whole to raise funds to construct the Center. This
was done without the necessity of raising taxes. The City’s commitment to the Center has been limited to
those approved by the City Council. The City Council through contractual arrangements is able to assure that
the Center is operating in a financially sound manner and that there are sufficient revenues, first and foremost
to pay the bonds issued for construction of the facility.

'The Perham Area Community Center is considered to be a component unit of the City of Perham. The City

of Perham includes an audit of the Community Center as part of its overall annual City audit. The City
received no state bondmg assistance or special sales tax revenues for construction or operation of |ts
Community Center as is being done in neighboring Cities.

Perham Lakeside Country Club

The Perham Lakeside Country Club is a non-profit organization which has managed the Perham Lakes:de
Golf Course for many years. The relationship between the Perham Lakeside Country Club and the City of
Perham is a contractual relationship similar to the relationship between the City and the Perham Area
Community Center. There are however, some important differences.

The City did not contribute any funds for the construction or on-going operations of the golf course. The City
did issue Gross Revenue Recreational Facility Bonds for construction of the golf course and for additional
improvements which have been made to the golf course from time to time.

These bonds ha;e been backed strictly by revenues generated by the golf course itself. The golf course and
Perham Lakeside Country Club generate revenues through memberships, green fees and operatnon of the club

house and pro-shop.

The golf course makes payments to the City on a monthly basis for the months of May through October
which are used by the City to pay off the golf course revenue bonds. The City Council must approve all
capital expenditures which exceed $25,000. All modifications, expansions or other major improvements to
the golf course, must be approved by the Perham City Council in advance.

The Perham Lakeside Country Club submits a budget and annual financial report to the City Council. The
City includes the golf course as a component unit for audit and reporting purposes. The City’s contract with




Perham Lakeside Country Club specifically states that the course is to be operated as a public course open
for general use by local residents and other members of the general public. The Perham Lakeside Country
Club is a management entity for the golf course. The people who sit on the Board of Directors of Perham
Lakeside Country Club have an active interest in golf and the golf course. The contractual relationship
between the City and Perham Lakeside Country Club allows for a balance between the needs of the general
public and those who have an interest in golfing. It also allows the Perham Lakeside Country Club to conduct
other activities at the golf course such as the pro-shop, club house and other services which the City does

not desire to become involved with.

The contractual relationships between the City of Perham and the Perham Area Community Center and the
Perham Lakeside Country Club are designed to allow the community to offer services which it would
otherwise be unable to support. They provide a vehicle which allows for non-residents to in effect tax
themselves and/or pay service fees for use of these facilities on an on-going basis. They also allow and
require that the operating entities maintain competitive, financially sound operations in order to meet their
bond obligations and to continue long-term operations. They allow for adequate oversight on the part of the

City Council to assure and protect the public mterest

+

Without these entities, the City would not be able to offer these services to the community at levels the
residents desire. They also allow for non-residents to participate in the operations of these facilities.

We would be glad to provide further information to you or members of the Legislature regarding these
public/private partnerships. We firmly believe that they serve the greater interest of the Community and the
public. They minimize public risk and maximize public opportunities for use and benefit of key recreational

facilities in our Community.

Robert Louiseau,
City Manager

RLL/fn

Encl.

CC:City Council

CC:Roxann Daggett

CC:Dallas Sams

CC:Karla McCall, Finance Officer .
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September 29, 1998

Michael Schmit
City Administrator

- City of Willmar
P.O. Box 755
Willmar, MN 56201

Dear Mick:

Pursuant to your request for information, I am providing completed survey’s for Rice
Memorial Hospital’s related corporate structure. It is my understanding that this
information will be forwarded, along with other information from the City of
Willmar, to the Office of the State Auditor in fulfillment of a statutory requirement.

I need to caution that the survey in very limited in describing the scope and nature of
the organizations. In addition, two of the organizations, the Willmar Surgery Center,
LLP, and Rice Home Medical, LLC, have undergone corporate restructuring within
the past three years. As you may recall, the Willmar Surgery Center was originally
owned by the Rice Health Foundation and Affiliated Community Medical Centers.
In, 1996, the Rice Health Foundation transferred its ownership in the surgery center
to Rice Memorial Hospital. Rice Home Medical, LLC, is a new organization created
to operate the business formerly know as Home Medical of Minnesota, a wholly
owned subsidiary of the Rice Health Foundation. The Foundation essentially sold
half of its ownership interest in this business to Rice Memorial Hospital when the
new corporate structure was created at the beginning of 1998. I have completed the
reports under the current structure of these organizations.

I have also enclosed a copy of my earlier letter to you on the subject of related
organizations, which includes a reference to our statutory authority to create and
operate such entities. Rice has successfully used separate corporate entities to
accomplish specific business purposes for a long time. Given the complexity and
dynamic nature of the health care delivery environment, we would strongly defend
our need and ability to do so in the future.

I will be following this issue closely and have asked the anesota Hospital and
Healthcare Partnership, our trade association, to monitor any legislative activity in

RICE MEMORIAL HOSPITAL
301 Becker Avenue S.W. * Willmar, Minnesota 56201-3395

(320) 235-4543
8310-0023-29
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this area. I would also appreciate it if you would keep me appraised of the activities
of the Office of the State Auditor.

As always, feel free to contact me if you should have any questions or require further
information.

Si

ely,

Chief Executive Officer

LM
Enclosures (4)
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Central Minnesota Educational Research and De&elopment Council

570 - FIRST STREET SOUTH EAST A
ST. CLOUD, MN 56304-0800 PHONE (320)252-0832 FAX (320) 252-8569 -

October 7, 1998

Ms. Carey Moe

Office of State Auditor ' .
525 Park Street, Suite 400

St. Paul, MN 55103

Dear Ms. Moe: ' '

Enclosed is the survey report on corporations created by public entities for the Central Minnesota
Educational Research and Development Council.

The CMERDC is a joint powers/non-profit public entity of 81 public school districts in central Minnesota.
The purpose of the non-profit corporation status is best summarized in the Articles of Incorporation.

“The purpose of the Council is to conduct, implement, and carry into effect the purpose and intent
of that Minnesota Statutory Joint Agreement by and between certain School Districts in the
Central Minnesota area dated November 3, 1965, and authorized pursuant to MSA 471.59. This
purpose shall include that Agreement as it has heretofore and may hereafter be amended as well as
such other Joint Powers Agreements as may be entered into by and between the School Districts
included in the geographic area referred to in the By-Laws.”

Also enclosed is the joint powers agreements between public schools, special state legislation for
CMERDC, Internal Revenue Service ruling, Bureau of Mediation service certification, PERA status, and
Minnesota Department of Children, Families & Learning identification number, which all support the legal
base that CMERDC is a public entity which is owned and operated by public school districts.

We ask that in your review of the survey and attached materials that it is noted that CMERDC is an
organization which is managed by school districts for the purpose of providing services to school districts.
The board of directors are representatives of school districts and meet monthly. All of the member school
districts meet at least annually. Again, notwithstanding that the form may appear somewhat different, in
practice we believe our organization is consistent with Minnesota Statutes, including Minn. Stat. §471.59,
the Joint Powers Act. ’

If you have any questions or need additional information, please contact me at 1-800-548-0359.

Sincerely,

g ek

Ted Giencke .
Executive Director




EXHIBIT F

Partial List of Comparison of

Governmental to Non-Profit Requirements

Restriction

. Open Meeting Law
(M.S. § 471.705)

. Data Practices

(M.S. ch. 13)

. Contracting
(M.S. § 471.345)

. Public Purpose
(Minn. Const.;*Art. X)

. Compensation of
Employees

a. Limit on the total
amount paid
M.S. §43A.17)

b. In-Kind Benefits
for Employees

c. Equitable Pay
(M.S. §471.991-
§ 471.999)

d. Severance
(M.S. §§ 465.72,
465.722)

1-29-99

Regquirement for
Government Organizations

Government Entities are required
to have open meetings

Generally all documents must
be accessible to public

Public entities are required to have
formal bidding for contracts over
$25,000

Public funds may be spent only
for a public purpose (i.e., public
entities cannot purchase alcohol)

Political subdivisions generally
cannot pay employees more than
95% of governor’s salary

Can only provide those
in-kind benefits authorized
by legislature

Compensation paid by political
subdivisions for comparable job
positions must bear a reasonable
relationship to one another

Limited to one year severance
for most employees or six months
for highly compensated employees

Requirement for
Nonprofit Corporations

No open meeting
. requirement

No requirements

No requirements

No public purpose
requirement

No limitation

No limitation

No requirement

No limitation




e. Loan/Advances

6. Annual budget
(M.S. § 275.065)

)

7. Auditing Requirement
(M.S. §§ 471.697
and 6.48)

8. Limitations on Debt
(M.S. ch. 475,
§ 471.69)

9. Gifts to local officials
by interested parties
(M.S. § 471.895)

10. Tort liability
(M.S. ch. 466)

11. Depogits
(M.S. ch. 118A)

12. Investments
(M.S. ch 118A)

Generally speaking, public
entities cannot advance

or loan employees funds,

or guarantee employee loans

Generally, taxing entities including
cities, counties and towns are
required to have budgets as part of
truth-in-taxation

Generally, all counties, and cities
and towns over 2,500 in population
are required to have a GAAP audit

Generally, municipalities have total
debt limitations, election requirements,
and public sale requirements related

to issuing debt

Generally, municipalities cannot issue
warrants or checks in excess of the
average annual levy plus 10%

Generally prohibited

Maximum liability $300,000
per claim, $750,000 per
occurrence

Public deposits must be covered
by deposit insurance or bond or
pledged collateral

Public investments are restricted
to safe investments

Nonprofits can advance,
loan or guarantee loans to
officers and employees or
their relatives if board of
directors determines it to
be a benefit to the
corporation

No requirement
for an annual budget

No requirement

No requirements or
limitations

No limitations

No limitation

No limitation

No requirements

No limitation (see
M.S. §317A.161, subd. 8)




13. Publicly-owned vehicles Generally, vehicles owned by political No requirements

(M.S. § 471.346) subdivisions must be identified as
being owned by the political
subdivision
(M.S. § 471.666) With specific limited commute No requirements

exceptions, no personal use of
governmental vehicles allowed

14. Claims against Claim must be in writing, must No requirements
entity (M.S. § be itemized and must be approved
471.38) by the governing body

kenncy\comparison chart



